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VIY. 10 Jul 78 B2 EUROPEAN COMMUNITY 
--This pool, to form the embryo of a European reserve bank, which would issue a common, 
parallel, currency--the europ3; 

--Coormdination of interventions against the dollar. 


% 


The idea would be for the weaker currencies gradually, over a transitional period, to 
accept the full discipline of the system, with everybody eventually fluctuating within 

a margin of no more than 1 percent. The conditions attached by the British to partici- 
pation in this kind of currency regime are virtually tantamount to a secc i renegotiation 
of the terms of British Community membership. 


Currency stabilisation arrangements, say whe British, must on no account be deflationary 
in their effect upon the economies of the weaker members of the Community. To ensure 
this, credit arrangements, of whatever magnitude, will not be enough. If the weaker 
currencies are to be expected to maintain links with the stronger ones, in effec* che 
jeatschmark, there would have to be “substantial transfers" from the richer countries 


to the poorer. 


What the British call transfers, the Germans are sometimes inclined to call handouts. 
There is bound to be enormous irritation that, at a time when the Germans and French 
believe themselves to be embarking upon a bole and imaginative scheme to restore the 
momentum of European unity, the British should seem to be re-opening wellworn grievances 
of another kind. The British, for their part, see German self-interest thinly disguised 
by a veil of Community spirit. 


Moreover, any scheme which helps to prevent the deutschmark from appreciating against 

the dollar enables German industry to compete more keenly with British and other countrie 
struggling to keep down their levels of unemployment. Mr Callaghan is simply not pre- 
pared to preside over the deindustrialisation of Britain which, he believes, would be 
the effect of currency stabilisation without a corresponding transfer of real resources. 


The real horror--from London's point of view--would be a scheme which, through the 
pooling of reserves, would strengthen the ability of the Germans to hold their exchange 
rate down, so as better to penetrate other people's mark:ts. Strong language is used 

in London to give vent to frustration at the iron resistance of the federal chancellor 
to taking steps to reduce the German surplus. He is accused of "anti-social behaviour,” 
and his proposals for greater currency stabilisation are suspect as a scheme for 
continuing *o run a huge surplus while avoiding its painful consequences. [In other 
words, he is “exporting unemployment. " 


These resentments were bubbling in Mr Callaghan as he sat down to dinner in Bremen 
Rathaus last night, but at the same time he was wary of the dangers of isolation. At 
this state, he will probably swallow his resentments, and play along at least until the 


general election is over. 


As the heads of government sat down for dinner their host, Chancellor Schmidt, was 
planning to suggest a political commitment in principle to a scheme along the lines 
proposed by himself and the French president. This would be referred back to Community 
institutions, who would have until Ostober to work out details. The plan would be fully 
agreed at the summit in Brussels in December, and come into force on January 1. 


The British had arrived in Bremen looking for a much vaguer conclusion. It is by no 
means certain whether officials, working into the night, will be able to produce a 
form of words which Mr Callaghan could support in the plenary session today. 








If the vot ere O-l--the British dissenting--?resident Giscard mig ist B°LnNg anesc 
without the British. He is eager to enter intc rz y i year. 

The British had hoped to see the whole matter referred bach ti anisters on the 
basis of an option ,aper drawn up by the EEC Monetary mitt But, whether they ii 

it or not, the Schmidt initiative at Copenhagen is progressing om parallel lines. Ome 

line runs through the Community imtitutions, tne other through the big three, who, aft 
Copenhagen, appointed their own chree wise men to carry forward th uterprise. 


It is along this second line, the more important back cnammel, that Britain's relatiors wit 
her senior partners went wrong. Partly this was due to Mr Callaghan's hostile initial 
reaction to the Schmidt and Giscard plan, which led them to wonder how mich progress they 
would be able to make or. a trilateral basis. Mr Callaghan, for his part, believed that it 
had been firmly understood at Copenhagen that there would be no more bilateral dealings 
That is why he is angry now at what he believes to be dealings behimd nis back. What w 
are seeing is a new “two-tiered” Europe struggling to emerge trom tic old Europe. 


Although there may be some Sharp or sullen exchanges in Bremon it ics not likely that th 
Germans and French will want to cours a British veto at this stage. The British suspect 
that president Giscamd in his heart would prefer more flexible arrangements--along tne 
lines envisaged by the British--to the hazards of hitching the franc once rore to th 
deutschmark. European observers say this is wide of the point and a potentially disastrou 
misreading of the French. 

There is also a good deal of resentment here among the smaller powers at the cloSe-chested 
way the big three have been conducting their buSiness. lire British may be tempted tc fa: 
the flames of that revolt to distract attention from their own potential iselation. Mr 
Callaghnan's task, however, is to seat himself firmly at tne top table of three. That i: 
only place from which he can hope to control events. 


The season of summitry began with to-ing and fro-ing from Washington--a good role in 
election year. But now at the season's climax he is in danger of appearing an absent sember 
of the tric. If so he will hare committed a familiar double error, Not for the first tin 
has a British prime minister invested too mich capital in the “Special relationship’ wits 
the J.S. and not enough with the economic and political potential of Zurope. Insofar at 

Mr Sctuaidt and Mr Giscard d'Estaing are tempted to leave Mr Callaghan standing on the 
currency question they might think this an appropriate reprisal for some of the agerava 
tions they have suffered from the British on other qucétion:. 


Andreotti on Italy's Position 


AUG71020¥ Rome ANSA in English 0810 GMT 7 Jul 75 AU 

[Text] Bremen, July 7 (ANSA)--During the opening of the European Economic Community (‘EEc 
heads of government summit here, Italian Prime Minister Giulic Andreotti outlined his 
nation's position on a number of the issues m the agenda for the two-day conference. 
Andreotti told the Nine heads of govermment, flenked by their foreign ministers, that 
economic cooperation should be discussed before monetary policy in that the development 
of each economy and cutting unemployment are the true aims of monetary policy ‘which 

not a technical fact that can be isolated from the lives of European citizens.’ 
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simt out that Community erfort: 


p 
ll. Shifting his sights. 
a 


’ . - > ee --, > . 
“ wre Ost asiiraUedc ~-4Ge os 


version is riguiiy a problem which should be handled through European cooperatic 5 
for th reation of new industries to replace those in decline and throwin; » 

the ranks ol e unemployed. 

ihe italian head of govermment then aimed criticism at the Community buds - 
three-fourths lt its fundgs to suppor. aericuivurae. progu vo i. 4 Bhe vw ts 

apparent. Andreotti pointed out, if ome considers that during 1977 the EEC sp 

times a3 much to maintain milk anmé butter prices than it did for ° regiomal Iu 
fourteen times that allocated for the social fund. With these figures bei o: 4 

prise minister called on the West Germar turm chairmanship to come up with a criti i 
analysis of Community agriculture policy. We want neither privileges nor distvorde: 
AMirestti .aid: “We merely want a correct distribution pattern and effective backi 

the improver f agriculture in the individual nations. Italy's food produ i 


has, for a lom, time, been unbearable." 


AS the erd of his remarks on Europe and Comminity policy, the prime minister celved i: 
the present italian ecomomi. situation and recovery programs now enmacteé. These p: 
hav yielded goou “~eSults, thus far, Andreotti concluded, but they cammot be conmsicered 
Gefinitive. So lmg a *here is unemployment in ltaly no policy 1s definitive. 


Toward the conclusion of Thursday's session, the European Council studied a document 
taining indications for concrete projects aimed at ecomomic recovery, nation by mation. 
AS regards Italy, the dvoument, expected to be apy.oved by the council, points to thr 
key objectives--a cutback of public spending, conteining the cost of labor to put a brax 
on the inflationary spiral and a hike in public service enarges to bring them more lr 
dine with economic logic. The study does not call for Stimulating demand in italy, 
keeping it firmly in check and for capital investment funds, the nation and dip int. 
“nuge community credits.” [sentence as received } 


Schmidt Outlines Community Aims 
LDO71752Y Hamburg DPA in German 1448 GMT 7 Jul 78 LD 


(Text) Bremen--During the FRO's torm of presidency the European Community will finails 
or draw up 10 important aims. At a press conference with Commission President Roy Jem 


amd Forej gi Minister Senscher held at the ond of the 2-day meeting of the European © ou, 


in Bremen, Chancellor schmidt discussed among othe things efforts to achie ° @ new cu 
System, negotiations for the accession of dreece, Portugal and Spain and econaic anc 
projects. 


According to Schmidt, the European heads of state and government have agreed on *h 
10 “most important activities” of the Community: 


1) It is intended to bring Greece's accession substantially to a conclusion by th 
of the year. 


2) Negotiations for Portugal's accession are expected to start in October; 
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policies and the lessenir f regi lispa ie Europe be tackled 
* 7 
9 Amother subject i we fishe problem »s t munit 
baad > ‘ ’ 
lO) The remaining odDstacles concerning next year's fir: lirect elections t« he Eu 


Parliament are to be removed. 
Sctwmidt made it clear that some of these items will extend into the term of the Prenci 
presidency of the council, which will follow the PRG's in Jarmary 1979. 


French-FRG Currency Proposal Text 
LDOSIOSSY London TKE FINANCIAL TIMES in English 8 Jul 78 p 2 LD 


(Text) Following is the full text of the Franco-West German paper at the EEC heads of 
governments meeting in Bremen explaining *he proposal for a European monetary system: 


i) In terms of exchange rate management the European monetary system (EMS) will be 
at least as strict as the snake. Ir the initial stages of its operation and for a 
limited period of time, member countr.e*s currently not participating in the snake may 
opt for somewhat wider margins around central rates. In principle, interventions 
will be in the currencies of participating countries. Changes in central rates will 
be subject to mutual consent. WNormember countries will particularly strong economic 
and financial ttes with the Community may become associate members of the systen. 

The European currency unit (BCU) will be at the centre of the system. In particular, 
it will be used as a means of settlement between EEC monetary authorties. 


2) An initial supply of BCU's (for use among Community central banks) will be created 
agains. deposit of U.S. dollars and gold on the one nand (for example, 20 percent of 

the stock currently held by member-central banks) and member currencies on the other 

hand in an amount of a comparable order of magnitude. “ne use of ECU's created against 
member currencies will be subject to conditions varyin ith the amount and the maturi' 

Due account will be gaven to the need for substantial short-term facilities (up to 1 voar). 





3) Participating countries will co-ordinate their exchange rate policies vis-a-vis 
third countries. To this end they will intensify the consultations in the appropriate 
bodies and between central banks participating in the scheme. Ways to co-ordinate 
dollar interventions should be sought which avoid simultaneous reverse interventions. 
Central banks buying dollars will deposit a fraction (say, 20 percent) and receive 
ECUs in return. Likewise, central barks selling dollars will receive a fractior 

(say, 20 percent) against BCUs. 





2 
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$--Hot later than two years after the start of the scheme, the existing arrangements and 
institutions will be comsoclidated in 2 European s-netary fund, 


Joem System of closer monetary co-operation will only be successful if participating 
countries pursue policies conducive to greater stability at home and abroad. This applies 
to deficit and surplus countries alike. 


Schmidt Discusses Monetary Systezn 
LDO7L7S8Y Hamburg DPA in German 1614 OMT 7 Jul 78 LD 


[Excerpt] @remen--In Bremen the nations of the European Community have agreed to create 
a new European sonetary system. Its core will be a new European currency, the “Europa, 
its monetary unit.” At the end of the 2-day EEC summit Federal Chancellor Schmidt said 
in Bremen today: “Amyone speculating against the dollar in the ‘uture must do so against 
the European monetary system.” At the same time he made it clem' in connection with the 
forthcoming economic summit in Bonn on 16 and 17 July that the Nine will tackle their 
economic problems in the future by a "Joint, coordinated approach." 


The chancellor expects that the proposed monetary system, on which a final decision is 

to be taken at the December summit, will lead to substantially smaller fluctuations in 
exchange rates in the international foreign exchange markets. The plan was discussed 

with the U.S. President and approved by him in principle. The EEC finance ministers will 
lay down the “guidelines” for the European monetary system by 31 October. Until the new 
system comes into force the European “snake,” whose present members are the Federal Republic, 
the Benelux countries and Dermmark, will contime to exist. ‘The rules of the new systen 

will be at least as strict as the present currency linkage. 


The Bremen agreements are intended to establish a zone of monetary stability in Burope. 
Britain and Italy reserve the right to joir the system at a later date. At the press 
conference Chancellor Schmidt essed, however, that the agreement of the Nine heads 
of goverrment was a “text which has been passed word by word and line by line.” 


During the initial phase the countcies not yet belonging to the snake will be allowed for 
a limited period to let their currencies fluctuate by a wider margin than the original 
members of the currency linkage. 


The European currency is to be backed by a reserve of $50 billion. The central banks will 
have to pool about 20 percent of their gold and foreign currency reserves and about the 
same amount in their national currency. Central banks buying and selling dollars to 
support its rate must in each instance deposit 20 percent of the proceeds, In return they 
will receive European monetary units whose value at the moment stands at about DM2.57. 


President Giscard d'Estaing, the originator of the idea of EEC currency linkage, said 
coneerning the Bremen agreement that it was an "important step in the right direction." 
President of the European Commission Roy Jenkins described the meeting of the council 
because of its monetary decisions as “the most important so far," 








The Wine EEC members will coordinate their economic activities more closely both gpor 
themselves and with other sajor partners in the West, such a5 United States and Japan. 
According to the statement, the ecormomic summit will provide ‘as gocd opportunity toward 


this end.” The joint concept ervisages tat all Wine “will take the requisite measures 
according t< *heir economic freedom of action” in order, by fighting inflation, tc 
achieve sreater currency stability and expansion cf international trade to achieve pro- 
gress in the energy sphere, and to achieve by lessening regional disparities and revivire 
demand in Europe “a noticeably higrer growth rate” which would lead to a reduction in 
unemployment. Countries without inflation and balance of payments problems are to do more 
"to increase demand” in their countries while countries with a high rate of mice rises 
will for the time being concentrate on the fight against inflation. 


Giscard Comments on Monetary Pund 
LDO71932¥ Paris Domestic Service in Prench 1700 GMT 7 Jul 75 Ww 


[Summary] The Bremen European summit ends not as well as it started. Correspondent 
Paul Amar reports: 





"A Buropean monetary fund will see the light of day. Valery Giscard d'Estaing confirmed 
this a short while ago. The 11th European Council has enabled the creation of this zone 
of monetary stability desired by Prance aij Germany. This European club will, however, 
not have all members of the European family as its members. This is what the journalists 
immediately understood right at the start of the president's press conference.” 


[Becin Giscard recording] I would say that the Furopean Council has taken a step toward 
creating a zone of monetary stability in Europe. When I say that a step has been taken 
this is the result above all, of the attitude of some of our partners who have given their 
support to this project and who henceforth are associated with it. I mean Belgium, Denmark 
ana Luxembourg, which have wanted to be associated with the presentation of this nroject, 
It has also gained the approval in principle of two other countries, namely the Netherlands 
and Ireland. [end recording] 


"You have heard it--Valery Giscard d'Estaing mentioned neither [taly nor Britain. At 
the beginning, therefore, the European monetary fund will have only five member countries 
Prance, West Germany, Belgium, Denmark and Luxembourc. We all have known that Great 
Britain for various reasons was opposed to the creation of such a system, 


"Pirst there is the electoral reason. The British ieaders do not want their public to 
gain the impression that they have accepted European integration too swiftly. Second 
there is an economic reason, Setting up the monetary fund will compel its members tc 
observe a certain discipline, and there will be constraints which Britain rejects. And 


c 


finally there is a diplomatic reason. The Britich know that the creation of this zone of 
stability is in fact the answer to the dollar's inst bility and American policy, and Londo 
wants at no sccount to fall out with Washington, Ali these reasom have caused the 
British to stay aloof from such a project.’ 
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[Question] What details have been discussed with regard to European monetary 
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the details in a rt radio interview because the 
and there are too many Getails. It is significant that a joint 
unit of account is supposed to become a monetary unit in future; the umit of acc 
has existed for a long time in the European Community when we are dealing with ! 
budget problems and contributions of individual countries to the Joint budget; the 
accounting unit will be the main point of the new European monetary system I[t will 
mot be issued as a currency with which you can buy cigarettes or pay for your gasolin 
at a filling station; what we want to establist is a monetary unit supported by the ni 
issuing banks of the nine member countries and the joint monetary fund we want to se! 
The monetary unit will not be printed on white paper. That would be dangerous becau 
the printing machine might not be stopped in time, The nine issuing banks will 
monetary reserves and their own currency into the fund. In exehange the fund » 
available to them European wnits of account corresponding to what they have inv 
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In addition, countries can draw from the fund. In other words, they can withdraw 
credits from the fund, be it for investment purposes in the market or because the) 
to pay back currency debts. The fund will support them when balancing the nine Europe 
currencie- against foreign currencies is involved. The main task of the European mone - 
tary fund is to see to it that internal monetary relations between the nine Furopean 
currencies will not become mixed up. The other main task is to see to it that 
European currencies will not become disordered with regard to third currenci 
tne Commnity. 
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{Answer) Certainly dollars, perhaps gold t 
same applies to France, [Italy and all o*her member sta'’es. 
availabie, but they will obtain an equivalen:« in the new European currency, 
European units of account. So you will give away nothing, but you will get 
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in return that is equally valuable. 
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(.ext}) The European Council in Bremen ended th: ifterncon ’ a Mur ater tha 
envisaged. The discussions were prolonged and apparent’! big lt, At e end of 
meeting Mr Giscard d'Estaing said the Eurcpean Commun, aa tare ancthe ep toward 
establishing a zone of monetary stability in Europe. head ate did rot conceal 
the fact .mat he would heave preferred swifter and more da acti tue inemp lo mer 
and a decline in economic growth in Europe. 
The communique published at the end «f the ccounci tated the L] 4 he participant 
consider the zone of monetary stab‘iity to be a 4 ‘ bjective ‘ ine 
head f state and government will instru the se ' Cir e min ‘ iraw wy 


the required guidelines by the end of the month. The met f functioning t chine 
of monetary stability could thus be perfected | e! hua, the French vie 
nines seem to be dragging a li‘tlie. Valer i rd @' ain © conceal a ade 
disappointment in this respect. 
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LDOJIS12Y Hamburg DPA in German 1502 GO” i] 


(Text) Bonne-Pederal Chancellor Helmut nhmidt is cor ent that the head f stale a 
govermment of the seven most isgportant Western indu lai ne me wille«after th 
summit to be held on 16 and 17 July in Bonn--tackle the lution of worldwide economi 
problems “with fresh insights and also with a fresh impeturc. wever, the chancel] 
today also warned in the Second German Television program “lonn Perspective age i 
“promises... @ifficult to keep afterwards. Schmidt said that the meeting as such wou 
not solve problev*, "But it would create receptiveness and understanding, ehaidt 
pointed out that nery of the measures discussed at such summit ceetines first had t 
put through national parliaments. With referornce to the partners! expectations of » 
German contribution toward stimulating the economy, Sehmidt nid that if al ides wer 
prepared to make a contribution, even if it involved effort, cxapense or difficulty, 
was certein that the Pederal Republic will then have to make its contributle 


said that from the German point of view, restricting American o11 imports, combatin 
inflation in Werth America and the rejection of “protectionist, iselationist me ! 


were of foremost importan:°, 





> seu ta | is iofr ~ 4 ~ . - us 
tmar colar r rt -" July arrival & lemma c iii rarcat, 2 isma : 
= bin-Ws ore perp? ire arc : mt a@iter arrivai at 
tirport 
‘Text) The form ertan chancellor has cc ¢ femna primarily as chairmar 
North-Scut omission. hi pacit is traveiis ror apitai tc ipi‘a : 
Sossibilities : lyiy t economic pz ] tt mn industrialiced coun tris 
Mir orid. oday lemma [at Schwechat airport! will, randt was received a " 
; ft soc iz list ternational t e2opoid Gratz, pr * mairman of th us tr iags 
rarvy,. anc ‘ arpa acor in us tria. AZixs with Presid t - 
: : not hiz is 3 idator but rat 
ecu is ; can perhar rea or providine food offices, a 
rhe - rt i Ay "OO « t e» Uw su : iz = . of course , Ln t rresi . 
a a va > > "or 2 a mec tf a : { : Apart «~=-tTh) » OU 40 / « r t 
a that : A is represented at ti ienna iddile East talk t tr opposit: 
ar t ‘ yer nt ber is seen t iid randt as follows: ibegin : ‘ 
" pea y Per , naturally: } imt se this qu.te differentiy. 
> .OTMMisy 29 a Gilterent position from that of President as-sadat but then he i 
“oO the protien thar kreisky and [. is one of those directly involved; } ha ‘ 
meh e% f ra L gover nts for mar ears and wili be in government agals ive 
a! » ¥ il, nha s Something we have seen | / OTe. | WwW 400K at, what shali Ay » 
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Excerpt] Jienna--During the Middie East talks ly lemma over the weekend, will , 
\nairman of the SPD and the Socilalist International, does not wish to mediate but 
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AS-SADAT, ISRAEL'S PERES ARRIVE IN VIENNA FOP TALKS 
Peres Airport Fress Conference 
AUO72210Y Vienna Domestic Television Service in German 1551 GMT 7 Jul 78 aU 


{Report by Austrian TV commentator Hans Benedikt on israeli opposition leader Shi'mon 
Peres' 7 July Vienna press conference upon arrival at Schwechat airport] 


[Text] Peres took time out for an interview, ami on the question of what he expects from 
the Vienna meeting, how he assesses As-Sadai's peace plan he said ...1 will discuss 

As -Sadat's plan in detail amd also criticize it above all becseuse President as-Sadat's 
propusals are incomplete. As-Sadat has told us what he demanis of us but he has said 
nothing about what Egypt will offer in return. As-Sadat's peace plan ssys nothing 
about peace, about the normalization of relations or about the nature of our future 
relations should .srael accept the proposals and demands. Secondly, As-Sedet has 
obviously somewhat withdrawn from his position heretofore end on two important points 
he now uses a formulation different from the earlier one--he uses a different languaze. 
Pirst of all, om the issue of the Palestinians’ self~<ietermination As-Sadset send 
President Carter decided in Aswan in Jarmmary that the Palestinians should have the 
right to codetermine their future status. However, in his new proposals As-Sedat 
speaks adout self-~<determination, and that is something completely different. I slso 
had the impression that all the parties will be in agreement on proceedirg on the issue 
of the withdrawal from the occupied territories in accordance with UN Resolution 242. 
as-Sedat expresses himself differently.in demards that go further. Whereas 242 does 
not say anything about withdrawal from all occupied territories but simply about 
{withdrawal from] occupied territories without definition, and each side can interpret 
it in its own wey, As-Sadat today speaks about a totel withdrawel without saying 
anything about security and recognition of future borders. 


As-Sadat Denies Carter Meeting 
AUO71955Y Vienna Domestic Service in German 1748 GMT 7 Jul 78 AU 


[Ferdinand Hennebichler 7 July interview with Egyptian Bresident as-Sedat upon his 
arrival et Vienna Schwechat airport --recorded] 


[Text] [As-Sadat in English] I am always optimistic, I will wait till I meet... 
{begin superimposed translation] As-Sedat said he is always optimistic, but we should 
wait until his talks with Peres ard the Vienna negotiations. 


An additional question: Do you believe that the dialog contimes? 


[As-Sedat in English] For my side | am ready. [superimposed translation] As -Sedet 
said he is ready when Israel is. [As-Sedat in English] This is what I will discover 
and tell you. [superimposed translation] As-Sedat's answer is that he does not know 
thet, and that he will find out this here in Vienna, The Egyptien president put an 
end to all speculations over a possible meeting with U.S. President Carter. As-Sedat 
said decisively that in the coming days he will not meet Carter in Austria or the 
FRG, Thus there will be no Carter-as-Sacat meeting in Salzburg on Bonn, 
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A‘\-Sadat Talks witn Kreisky, Brandt, Peres 


AUO91I240Y Vienna Domestic Service in German 1200 JMT 9 Jul 78 AU 





{Text] The Middle East talks have been underway for an hour at the Federal Chancellery 
in Vienna. Egyptian President as-Sadat, SPD Chairman Brandt and Federal Chancellor 
Kreisky conferred first. The Israeli opposition leader reres Joined the talk later. 

The culminating point cf this meeting will presumably be 2 confidential talk between 
As-Sadat and Peres. News from the conference nall has not reached us but it is believed 
that the talk will focus primarily on the question of the Palestinian people's self- 
determination and the withdrawal of the Israeli troops from all cccupied Arab areas. 
After their talks, As-Sadat, Peres, Bran.ct and Kreisky will meet international press 
correspondents. 


The Egyptian president will contir::. his travel to Salzburg tomorrow where he will stay 
in the Pusch] Castie. Presumably, UN Secretary General Waldheim will also arrive at 
Puschl Castle tomorrow for talks with As-Sadat. 


Joint Press Conference tield 
AUO91632Y Vienna Domestic Service in German 1400 GMT 9 Jul 78 AU 


{Text] After their quadripartite meeting, Egyptian President as-Sadat, Israeli opposition 
leader Peres, SPD Chaimsan Brandt and Federal] “hancellor Kreisky gave an international 
press conference in Vienna. As-Sadat said that they have bc2n constructive talks. Peres 
once again stressed that he had not come to Vienna on behalf of the Israeli Government 

vue With its approval to confer with és-Sadat. The Egyptian state president and the 
Israeli opposition leader will contime their talks this aftermoor.. In connection with 
the resumption of the Geneva conference, Federal Chancellor Kreisky stated that without 

a thovough preparation this conference would be senseless. 


As -Sadat, Peres Assess Talks 
AU091635’ Vienna Domestic Service in German 1€00 GMT 9 Jul 78 AU 


[Text] Egyptian President as-Sadat termed the talks he conducted in the Pederal 
Chancellery in Vienna today with Federal Chancellor Kreisky, ciucisman of the Socialist 
International Brandt, and with Israeli opposition leader Peres as a happy meeting in 
the sense that it served a fruitful exchange of opinion. 


As-Sadat iid Peres will meet again by themselves late this afternoon. Kreisky told 
journalists that As-Sadat and Peres had discussed their standpoints and opinions on 

the Midule East situation. Brandt anid he himself had been only interested listeners, 
stated the federal chancellor, who, as witnesses of a fascinating discussion, had 

learned about new aspects of the Middle East question. To a question on whether he 
thought that the continuation of the Middle East conference in Geneva would be useful, 
Kreisky answered that this conference would be useful only if it were based on preparatory 
concrete results. He said that in this respect he agrees with the opinion cf other 
countries! statesmen. 


As -Sadat stated that he was grateful to the Austrian federal chancellor for making this 
meeting in Vienna possible. He said that all aspects had been discussed to accelerate 
the peace process in the Middle East. As-Sadat emphasized that he had also been 
interested in informing the Socialist International on these matters. If the forth- 
coming foreign ministers' conference in London fails, then a dangerous situation could 
arise, stated As-Sadat, 
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Israeli opposition leader Peres pointed out that he nad come to Viemma as -hairman of the 
Israeli Lebor Party and stated that As-Sadat's visit to Jerusalem has had great influerce 
throughout the Middle East, and is being felt to this day. Peres said that his party 
admits that there is a Palestinian problem which should be solved in a just mammer. 
However, he himse’* has not come here to negotiate because he was not authorized to do 

SO. Peres stated that he had received extremely important information from As-Sadat. 


Further Report on Talks 
AUOG2000Y Vienna Domestic Televisior. Service in German 1630 GMT 9 Jul 76 AU 


{E&xcerpts] The Vienna Middle East talk has progressed in 2 positive mamer. This was 
the conclusion today of Egyptian Presiden: Anwar as-Sadat, of Israeli parliamentary 
opposition leader Shim'on Peres, of the intermediary, Federal Chancellor Pruno Kreisky 
and of the chairman of the Socialist International, Willy Brandt. The Egyptians ani 
Israelis have met concerning guidelincs between current political discussions and a lom- 
term peace strategy. The rubble covering the 6 month discussions of the Joint peace 
initiative of Novembexy 1977 still reveals a strong foundation. This is the unofficial 
message As-Sadat has given to his dialog partner Peres for Prime Minister Menahem Begin. 
As-Sadat himself still believes in the chances for peace. Naturally, all this was not 
officially stated, but it was very obvious from the atmosphere. The talks are now 
almost comcluded and we are expecting a direct report from the conference. 


The talks in the Imperial Hotel ended a mimite ago. The talk between As-Sadat and Peres 
began at 1615 GMT and some 20 mimites ago Federal Chancellor Kreisky and Willy Brandt 
Joined the talks. As far as I know, at this time As-Sadat and Pores are still intensively 
engaged in their talks. 


The press conference that has been announced will not take place. Federal Chancellor 
Kreisky came out to tell the some 60 Jourmalists from all over the world that he himself 
is very satisfied with the Middle East talks over this weekend end that he concluded 
from the mocd that these talks--he stressed “talks” not “negotiations"--had taken place 
in a very understanding manner, as he put it. 


VIENNA PAPER REVIEWS 176TH MBFR PLENARY SESSiON 
AUO71301Y Vienna DIE PRESSE in German 7 Jul 78 p 2 Av 
{Special report: "MBFR: Tug of War Over Reduction Commitment" ] 


{Text ] Vienna (GPE)--The tug of war over the reduction commitments in a second forves 
reduction phase was clearly evident at the 176th plenary session of the Vienna East-West 
talks [on 6 June]. The session was addressed on NATO's behalf by Belgian chief delegate 
luc Smolderen, who pointed out that the Westerm initiative of 19 April provides for 
Oinding, general commitments in this respect. So far, the East has regarded this as 
adequate but now it demands separate binding national commitments in the first phase in 
which only the Soviet Union and the United States are to effect reductions. 


Bulgarian chief delegate Todor Dichev, speaking for the Eastern participants, charged 

the West with seeking to obtain one-sided military advantages. The Warsaw Pact proposal 
of 8 June contains concrete concepts that take into consideration the security require - 
ments of all participating states, he said, adding that thus the West has been met more 


than halfway. 
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Bulgarian Delegate Demands Freeze 
AUO71506Y Vienna WIEWER ZEITUNG in German 7 Jul 75 p 2 aU 
(Unattributed report on 176th MBF plenary session] 


[Excerpt] As the second speaker, Bulgarian chief delegate Todor Dichev took the floor 
and charged the West with seeking to obtain one-sided military advantages through its 
proposals. He pointed out that the Eastern states unilaterally imposed upon themselves 

a moratorium regcrding the mumerical strength of their armed forces in the reduction ares, 
and appealed to the West to take a similar step. 


In conclusion, Dichev said that with their latest proposal the Eastern participating state: 
had met the Western ideas more than halfway. Now it is time to finally take first steps tc 
conclude an agreement, he declared. 


HUNGARY'S PUJA, PAHR SIGN VISA ABOLITION AGREEMENT 
AUO61017Y Vienna WIENER ZEITUNG in German 6 Jul 78 p 1 AU 


([Sumuary] In Vienna on 5 July Hungarian Foreign Minister Frigyes Puja and his Austrian 
counterpart Willibald Pahr signed an agreement on the abolition of compulsory visas. 
Under the provisions of the new agreement, citizens of both countries can enter the 
partner state's territory and stay there for 50 days without a visa; the agreement will 
go into effect on 1 Jarmary 1979. After the signing, Minister Pahr declared that the new 
agreement would decisively contribute toward tu: ire che Helskinki final act in both 
countries into living reality and that now che CSSR is the only one of Austria's neigh - 
bors that has not yet abolished compulsory visas. “Puja stressed in turn that in the 
future the tourist traffic between the two countries will substantially increase and 
that mumerous mutual visits will pr’: te mitual understanding." 


Before the signing ceremony, Minister Puta had another working talk with Minister Pahr 
and a talk with Austrian President Rudolf Kirchschlaeger. After the signing ceremony, 
Puja gave a luncheon for Pahr. The Hungarian guest left for Pudapest on 5 July in the 
afternoon, 

Joint Commnique Icssueu 
AUO61416Y Vienna WIENER ZEITUNG in German 6 Jul 78 p 3 AU 
("Joint communique on Hungarian Foreign Minister Puja's visit to Austria” ] 


[Text] At the invitation of Dr Willibald Pahr, minister for foreign aff:ars of the 
Austrian Republic, Prigyes Puja, minister of foreign affairs of the Hungarian People's 
Republic, paid an official visit to Austria from 3 to 5 July 1978. 


Poreign Minister Frigyes Puja was received by Dr Rudolf Kirchschlaeger, president of the 
Austrian Republic. 


The two foreign ministers had an cxtensive exchange of opinions, ina friendly and con- 
structive atmosphere, on the development of Austrian-Hungarian relations as well as on 
international questions of common interest. They noted with satisfaction that cooperation 
between the Austrian Republic and the Hungarian People's Republic is developing favorably 
and can be regarded as a good example of the peaceful coexistence of states with different 
social systems. 








co 
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The interlocutcrs agreed that in addition to the progress achieved so far in various 
fields of bilateral relations there still exist mumerous possibilities for expaming 
trade as well as for developing industrial collaboration and cooperation in third markets. 
Also in the future special attention will be paid to exploiting these possibilities and 
comprehensively developing economic cooperation, as well as to quickly solving problems 
that are hamperi.” its implementation. The foreign ministers stressed the importance 

of cooperation resulting from the development of the infrastructure connected with the 
tourist trade, as well as the cooperation in the energy sector, They also advocated 

the greater participation of small and medium-sized enterprises in trade aud industrial 
cooperation. 


The interlocutors expressed their conviction that the agreement on the abolition of 
compulsory visas between the Austrian Federal Govermment and the Goverrment of the 
Hungarian People's Republic, signed on the occasion of the talks, will promote increase 
tourist traffic in the spirit of gooi neighborliness, Both sides are firmly resolved to 
completely fulfill the provisions of the agreemert and to contribute also in this way 
toward strengthening mutual trust. 


They paid tribute to the development of cultural and scientific relations and declared 
cheir readiness to further develop these relations. They advocate the expansion of 
direct relations between institutions, organizations, the pecple of both countries, 


In the course of their exchange of opinions on the international situation, both foreign 
ministers paid special attention to the further strengthening of peace and of security 

as well as to the problems of detente, disarmament and cooperation in Europe. In the 
present situation they attach particular importance to effective steps aimed at making 
detente more lasting and at completely implementing the CSCE final act. They note with 
satisfaction that at the Belgrade meeting the participating states expressed their determin- 
ation to consistently continue the process initisted by the CSCE, Both sides advocate 

a thorough preparation for the successful implemntation of the Madrid meeting. 


In the interest of strengthenilg international security and cooperation, both sides regard 
it as a particularly important task thet po ‘cal detente be soon accompanied by concrete 
and effective disarmament measures, 


Both sides expressed their concern about the acccleration of the arms race which has acquired 
particularly dangerous and costly dimensions. They declared that the cmtinuation of the 
arms race, especially in the field of means of mass destruction of all kinds, particularly 
nuclear weapons and further developed types of such weapons, constitute a growing danger 

to world peace and to the future of mankind, The interlocutors reaffirmed both states! 

firm determination to advocate a limitation of *he arms race and general and total disarn- 
ament under strict international control. 


In this context they pointed aut the special responsibility regarding disermement efforts 
resting with the states that possess nuclear weapons, 


Both sides regard it as urgent and indispensible for peace and for security on ow conti- 
nent that concrete progress be achieved as early as possible at the American-Soviet talks 
on the limitation of strategic arms and at the Vienna negotistions on the mutual reduction 
of armed forces and arms and related measures in central Europe, 
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They stressed the tmportance of the UN General Assembly special session on disarmament 
and expressed their hope that the decisions adopted there including the one on convening 
a world disarmament conference will further the cause of disarmament. 


Both sides affirmed their loyalty to the aims and principles of the UN Charter, which 
they regard as an impo”tant instrument of world peace and of security and international 
cooperation. They st.essed Vienna's importance as an official seat of UN organizations 
and other international organizations and as an international conference center. 


The two foreign ministers noted with satisfaction that their positions regarding the 
intermational questions discussed were identical or similar to one another. The 
exchange of opinion that has taken place has contributed toward further deepening the 
good -neighborly relations betwee: the Austrian Republic and the Hungarian People's 
Republic in all fields. 


Poreign Minister Frigyes Puja has invited Dr Willibald Pahr, minister for foreign 
affairs, to pay an official visit to Hungary. The invitation was gratefully accepted. 


BULGARIA'S TODOR ZHIVKOV TO VISIT IN SEPTEMBER 
AULOILI4“Y Vienna WIENER ZEITUNG in German 8 Jul 78 P 1 AU 
{(Text] At the invitation of Austrian President Dr Rudolf Kirchschlaeger, Todor Zhivkov, 


State Council chairman of the Bulgarian People's Republic, wiil pay an official visit to 
Austria from 18 to 21 September. 
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BOELLING: WO HARDENING OF POSITIONS IJ FRG-GDR TALKS 
LDO72144Y Hamburg DPA in German 2007 GMT 7 Jul 75 LD 


[Text] Berlin--Even after Honecker's latest misinterpretation of the Berlin agreenent, 
there will be n. .:ardening of positions in the intra-German negotiations. This was stated 
by Govermment Spokesman Boelling in an interview in (tomorrow's edition) of BERLIWER 
MORGENPOST. With a view to a possible meeting between Honecker and Chancellor Schmid, 
Boelling recalled that it also was the Federal Govermment's aim to achieve easier trevel 
conditions from East to West. 


GDR DEPUTY FOREIGN MINISTER APPODNITEv TO HEAD BONN MISSION 

LDO71108Y Hamburg DPA in German 100% GMT 7 Jul 75 LD 

[Summary] Bonn--GDR Deputy Foreign Minister Ewald Moldt, 51, is to succeed Michael 
Kohl as head of the JDR's Permanent Mission in Bom. It was confirmed by informed 
circles in Bor on Friday that the GDR Govermment has already submitted the documents 


for his sccreditation. 


The change is Que to take place this summer, perhaps even in July. It has been learned 
that Michael Kohl is due to return to East Berlin as deputy foreign zinister. 


Moldt was born in Grifswald in 1927 and has been in the GDR's foreign service since 1952. 
He worked for the GDR in Warsaw and was ambassador in Romania for 5 years. Since 1970 
he has been one of the deputy foreign ministers. He became chairmar. o. the GDR UNESCO 
Commission in 1973--a position he holds to this day 

Boelling Announces Moldt Accreditation 
LDO71236¥ Hamburg DPA in German 1113 GMT 7 Jul 78 LD 
[Text] Bonn--GDR Deputy Foreign Minister Ewald Moldt is the new head of the GDR's 
Permanent Mission in Bonn. Government Spokesman Klaus Boelling announced today that he 
had received the Federal Government's accreditation. Moldt is known as a career diplomat, 
GDR NAMES WEW REPRESENTATIVE FOR TRAFFIC TALKS 
LDO71820¥Y Hamburg DPA in German 1558 GMT 7 Jul 78 LD 
[Summary] Berlin--The East Berlin authorities informed the Berlin Senat on Friday that 
Dr Joachim Mitdank, the GDR's representative for talks on visitors' traffic with the Sena‘ 
has been relieved of his duties. According to Senat spokesman Soetje, Mitdank's deputy, 
Dr Walter Mueller, has been appointed his successor, Mitdank, who heads a department i: 
the GDR Foreign Min'stry, will be given another assignment. 
SPD'S BAHR ARRIVES Di MOSCOW POR NORTH-SOUTH DIALOG TALKS 


LDO92054¥Y Hamburg DPA in German 1952 GMT 9 Jul 75 LD 


[Text] Moscow--Egon Bahr, che SPD party manager, arrived in Moscow on Sunday together 
with experts from the North-South Commission, which is concerned with the dialog 
between the in@ustrial and developing countries. Bahr will hold talks at the Moscow 
Institute of World Economics and Internationa! Relations, The North-South Commission i 
headed by SPD Chairman Willy Brandt, The North-South dialog was also an important top! 
of discussion @uring Bahr's last visit to Moscow in ‘pril. 








4 
ae | 
be 
te 
= 
4 
tt) 
" 
ae 
4 
Q 
be 
Pa 


VII. 10 Jul 78 i 


SOCIALIST CANDIDATE 2ZERTINI ELECTED PRESIDENT 


LDOBi275Y [Editorial Report LD] Rome Domestic Service in Italian at 0900 GMT on 8 Jul) 
began carrying a live relay from the Italian Parliament of the beginning of the sessiorz 
for the 16th ballot to elect a new president. After a correspondent has set the scene 
rei y ends with the announcement that it will resume when the counting of the votes be 
The relay is then resumed at 1040 .7, and at 1108 GMT Socialist candidate Sandro Pertini 
receives the required majority «" . votes to be elected the seventh president of 
Republic of Italy. The counting of votes contimes until 1120 GMT, when Pietro Ing 
presicent of the Chamber of Deputies, announces the final results of the voting. A 
1150 GMT a correspondent gives the following figures for the final results: 


ee BW cf 
: . 


Sandro Pertini 832 
De Martino 9 
[name indistinct] 
Amenuc.sa 4 


[name indistinct ] 


Giolitti < 
La Malfa 2 
Rossi 2 


spoiled ballots 
blank ballots 121 
void ballots é 

DC's Zeccagrniri Comments on Election 
AUOS1610Y Rome ANSA in English 1555 omT 8 Jul 78 av 


[Text] Rome, 8 July (ANSA)--Christian Democratic Party Secretary Benigno Zaccagnini sai¢ 
that the newly-elected President Sandro Pertini represents all the Italian people and ¢t 


democratic ideals. The DC secretary claimed that the fact that his party reproposed Pertini's 


candidacy enabled the electors to rally around the name of a man capable of unifying the 


various democratic alignments, after the "necessary and ardous" explorations of all possibl 


ternatives. 
PCI Secretary Berlinguer 'Setisfied' 
AvO8i6iS5SY Rome ANSA in English 1600 omT 6 Jul 78 Av 


[Text] Rome, 8 July (ANSA)--Commnist Party Secretary Enrico Berlingver today voiced th: 
"great satisfaction” of his party for the election of Sendro Pertini as head of state. 
said thet Pertini had been an ardent foe of fascism, a resistance hero and @ brave soldi-«: 
who had from youth struggled on behalf of the workers. Berlinguer praised the Socialis 
independence of mind, moral stature and balanced policies which, he said, made him a w 
representative of national unity and the supreme guarantor of the country's deomcrati 


constitution. 
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The PCI leader voiced satisfaction over the fact that in the end conciderations of unity 
had prevailed over party factionalism. jods;'s vote was a vict..y for che covperstior and 
solidarity of all the popular and democratic forces in the land, he said. 


Liberal Perty'sc Zenone Comments 
AyOS1620Y Rome ANSA in English 1605 awT 8 Jul 78 AU 


[Text] Rome, 5 July (ANSA)--Liberal Party Secretary Valerio Zanone said that the Liberals 
voted for Sandro Pertini today because of the socialist statesman's impeccable stance during 
the elections--above party factionalism and aligmments--as befits a head of state. The 
liberals are certain that the new presidert «ill fulfill his duties with the same independence 
and objectivity he showed as a house speaker, Zanone said, 


Radical Party Leaders Praise Pertini 
avO81825¥ Rame ANSA in English 1610 omT 8 Jul 78 av 


{Text ] Rome, 8 July (ANSA)--Radical Party President Gianfranco Spadaccia and political 
secretary Adelaide Aglietta today sent a telegram to Sandro Pertini comgratulating him on 

nis election as head of state. They said that the p°riiament had made the best possible 
choice at a difficult and dramatic time in the nation's life. Speaking for the Radical Party, 
they wished his well and voiced their full cumfidence that he would cischar,e his duties as 
president with the same loyalty and devotion he showed as house speaker. 


Pertini Refuses Andreotti Resignation 
AUO919%5Y Rome ANSA in English 1850 GMT 9 Jul 78 AU 


[Text] Rome, 9 July (ANSA)--Shortly after Sandro Pertini's inauguration as head of state, 
Prime Minister Giulio Andreotti subuitted his goverrment's resignation ts the newly-elected 
president, who refused it. Although not required by the constitution, it is customary in 

Italy for the Cabinet to proffer its resignation to a new heac of state, It is comsidered 
correct to do so since the Prime Minister, at the time of the election of the new president 
of the republic, received his mandate to form a goverrment from the previous head of state, 
Pertini thanked Andreotti for this courtesy and asked him to withdraw his resignation. 


Pertini's 9 July Inaugural Address 
AUOJ1930Y Rome ANSA in English 1300 GMT 9 Jul 75 AU 


[Text ] Rome, 9 July (ANSA)--Sandro Pertini was sworn in to'tay as the seventh president 
of the Italian Ripablic. During his inaugural address before the parliament the 532-year- 
old Socialist pledged to uphold the constitution and cafeguard the rights of the people. 
He said that during his seven-year merndsete he would work, on an international plane, to 
further world peace within the context of Italy's freely contracted alliances and comait- 
ments; and on the home front, for (?comsolidation) of national unity and concord of which 
his election "was an expression.” 


"It is with this national unity that all of the reforms aSpired to for years by the working 
class can be carried out. This is the task of the parliament,” he said. If, however, th: 
most radical (?social orograms) were offered him at a price of liberty, confirmed socialist 
that he is, he would refuse the, he said. “Liberty camnot be bartered, and in any case b« 
becomes a fragile conquest and fully enjoyed only by a minority if it is not ite natural 
envirorment which is social justice,” the statesman contimed. The republic must be "just 
and uncorrupt” so that its citizens can envision it as a mother, not a crucl step-mother, 
and therefore feel ready to defend her against acts of violence, he said, 
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In this comtext he recalled the figure of Aldo Moro, the Christian Democratic Party Chairman 
who was killed c-clier this year by the Red Rrigades terrorist band. "If Aldo Moro had not 
been cruelly essassinated, he, and mot I, would be talking to you today from tais seat,” 

he said. Comfort could be taken from the firm, jemocratic way in which the Italian peopl: 
responded to this and other criminal acts, he said. 


The newly elected head of state said that foreigers often were unjust in their Judgement 
of Italians, and rhetorically asked wiat other people would have so responsibly resisted 
the wave of violence that has buffeted this nation. The president sent his regards and 
greetings to the armed fonces, the Judiciary, the forces of law and order and to [word 
indistinct ] “who honor Italy with their labor.” He also recalled those who had held the 
highest office in the land before him. Im this context he referred to his immediate pred- 
ecessor, Giovamm Leone who resigned on [5 June and who “today lives in bitter solitude,” 
he said. (Leone stepped down in the wake of widespread press allegations that he had been 
involved in a series of m= sdeeds. ) 


Pertimi alse recalled the patriots that he knew @uring the resistance, many of wim wer: 
imprisoned with him, and he cited men who helped form his “comscience as a free man:" 
Giacomo Matteotti, Giovarmd Amendola, Pero Gisetti, Carlo Rosseli, Dom Giovanni Minz oni 

and Antomio Gramsci. He said he recalled these things with pride, not to rekindle old 
sentiments. Wothing positive can be built on sentiments, on either the moral or the political 
plane, he said. tHe wound up his address saying that as of today he ceased to be a man 
representing a particular side or party. As president of the republic he intended to 
represent the entire nation, he said. His speech was met with unanimous applause. 


As an indication of the feeling of unity inspired in the great hall by Pertini's words, 
Weofascist Party leader Giorgi cAlmirante said that he cold not keep fr-m applauding along 
with the others. In 135 Giorgio Almirante was part of Mussolini's goverrment of Salo. 
Sandro Pertini was part of the partisan command that ordered the execution of the fascist 
dictator. 


Purther Report on Address 
LDOSZ2000Y Rome Domestic Service in Italian 1700 GMT 9 Jul 78 LI 


[Excerpts] In his presidential message om being sworn in, Pertini underlined two points 
with particular emphasis and resolution, He spoke of his pledge to strengthen national 
unity of which, he recalled, his election was an expr ssion, and his pledge in defense of 
freedam which is an inalienable possession. Pertini said: If reforms were offered to 
me, on who has always been a socialist, in exchange for freedom, I would refuse then. 


The presidential message is not only a formal speech of homage be the president to his own 
electoral body, but also outlines a program. Therefore there was no lack of references 

to the constitutional duties of the head of state who guarantees the rights of all citizens, 
loyalty to international treaties, and the peaceful confrontation of ideologies, Pertini 
spoke of the need to resolve soon the most serious probleas such as youth unemployment, 
housing, protection of health, and of [word indistict]. He paid homage to his predecessors, 
remembering in particular what he termed the bitter solitude of the (?polis). I will cease 
to be a party man and will bethebrother of all, Pertini said. But he did not overlook 

the significance of being born and brought up culturally and politically in the school 

of the workers! movement. 
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GOVERNMENT CONCLUDES CREDIT NEGOTIATIONS WITH BANK GROUP 
LDO8130%Y Lisbon in Portuguese to Timor, Macao and Australia 1025 om 6 Jul 78 LD 


[Text] The Portuguese Ministry of Finance today concluded negotiations with an inter- 
national consortium of banks aimed at obtaining a $500-millia: credit to be repaid in 

, years. Practically secured after Vitor Constancio's trip to New York, the conclusion 
of the process became possible after parliament had authorized the govermment to contract 
the said loan. This credit--which has nm-* .ing to do with what has come to be imam as 
the “giant loan,” or with another one negotiated with a group of German banks--represents, 
according to the Ministry of Finance, the first Portuguese presence in the international 
financial market. 


CDOS COUNCIL ISSUES COMMMIIQUE, PROPOSES MDNISTERIAL CHANGE 
LD09105%Y Lisbon in Portuguese to Europe 0815 GMT 9 Jul 78 LD 


[Text] A ministerial shuffle involving the Ministry of Agriculture and Pisheries is 
going to be proposed to Prime Minister Dr Mario Soares by the Social Democratic Center 
Party [CDS], according to the final communique of the meeting of the CDS National Council. 


The conclusions arrived at by the CDS, which along with the Socialist Party forms the 
second constitutional government, were unanimously approved. The CDS is thus propming 

a ministerial shuffle to enable the executive to meet more adequately the country's pres- 
ent needs and to secure the firm mobilization of the country in the promotion of develop- 
ment, Justice and freedom. The centrist National Council approved the demarches necessary 
for a better functioning and coordination of the organs of power--particularly as regards 
the relations between the presidency of the republic and the govermment--and the establish- 
ment of contacts with the head of government envisioning a clear definition of the priority 
goals of the government's actions @uring the coming months. 


According to the CDS National Council, the government should take the political action 
necessary for an intensification of the dialog with the social partners and other relevant 
institutions of Portuguese society in an active pursuit of real, open and truly pluralist 
democracy. 


After a 12-hour meeting, the CDS National Council further proposed a number of practical 
ways to implemert the agreement signed with the Socialist Party [PS), in order to eliminate 
any delays and difficulties in its full implementation. 


The cammunique issued by the CDS in the early hours of this morning begins by stating that 
with the party's support for the formation of the present government, it was possible to 
put an end to a delicate and ssrious political crisis. The CDS had no illusions about 

the difficulties it would encounter when it embarked on this new stage of political ection. 
The CDS, it is stated in the commgnique, took that step with the serious wish to contrib- 
ute to the reconstruction of the country, and hopes that its efforts would not be in vain, 
and the certainty that such efforts were necessary. 


The formation of the present government was based on two basic political facts, the docu- 
ment says: the PS-CDS agreement, on the one hand, and the president of the republic's 
support for the present government formula, on the other. The CDS is of the opinion that 
its permanence in the present executive continues to depend on the existence and correct 
functioning of these two conditions. In the centrists' view, the country has so far 

seen the positive results of the formation and performance of the present covernnent, 
although one must not ignore the aspects which require a more dynamic, operational and 
objectire Approach. 
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The commmmique further ststes that cme mst not ignore the conmrete problexs which 
worry the Portuguese, from inflation to unemploymert, nor should one ignore the 
criticisms end doubts which heve teen voiced by resporsible institutions. The nsetur- 
of recert stsetements made by certein figures of the Catholic hierarchy should be the 
subject of serious e*ditsetion because of their socisel end politics] repercussions. 


The CDS further stsetes that it does not want to contribute to s new politics] crisis 
in es country which necds calm, pesce ami confidence so bedly, es Fortugsl does today. 
The CDS, however, does not wish political stability to be msintsined by srtificisl 
mears, or at the expense of an unsccettable estrangement between orgers of power, 

or between the state amd the civilian society. 


Having pondered a1] relevent sspects of the present politics] situstion, the CDS 
Ne*ionsl Council unsnimously sppreved, by proposel of the Secretsrisat of its politicel 
committee, the following guidelines: 


A. The CDS proposes that the necessary demerches envisioning s better functionin 
ami coordination of the orgers of sovereignty, particularly as regards relsetiors 
between the president of the republic em the goverment, should be implemented; 


B. The CDS proposes thet contects be esteblished with the prime minister, envisionirg 
a clear cefinition of the priority gosls of the government's sctiors durirg the 
coming moths; 


C. The CDS approves the proposel of « ministerial shuffle to the prime minister, 
involving the Ministry of Agriculture end Fisheries, to enable the government to meet 
more edequately the present needs ami secure the firm mobilization of the country 

in the promotion of Cevelopment, justice end freedom; 


D. The COC proposes the edoption of forms of politicel ection necessary for en 
intersification of tre dislog with the socisel partners and other relevant institutiors 
of Portuguese society in en ective pursuit of real, open end truly plurslist 
democracy; am, 


E. The CDS proposes the recorsiderstion of practicel weys to implement the PS-CDS 
agreement in order to eliminate deleys or difficulties in its full implemertation. 
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LDOTILO9GY London THE FINANCIAL TIMES in Exglisi.7 “u 


[Editerial: “Washington's Trading Tactics”) 


[Text] The U.S. appears to have made 4s sharp .. ‘ : - the closing 
stages of the Tokyo rours of miltilatersl trade m "©. .st.ic 23, Largely ss a result 
of American pressure, mext week has iorg been design. ed by + in < staeiiced saintries as 
the @oment for concluding the main political phase o bu >.Lati » ie’ ££ only tech- 
nisal detaiis to be finalised later in the year, Mr ico ert i, Presiden. Corter's 
special trade representative, has consistently expressed optimicn that miceJuly deadline 


can be met, end earlier th's week, Mr Alonzo McDonald, ine chiei -.., mnegoti tor in Jeneva, 
as suggesting that an “exciting super> peckage” «as ithin gi, 


Hardly -ere the words out of M wAicDomald's mouth waen 3 Sts Ss ington, took a 
tally different line, There is, he said on Wednesday, “1i.tl ince, if a of rvaching 
troed agreement by the end of mext week--largely because ave © make 
sufficiently generous concessions om agriculture, A‘s rowarn. follow a co.mont by 
E’mund Dell, the Bitish trade secretary, that the July 15 sesadile« would tough tarect. 


There ame a mumber of possibl: expian.tions for Mr Straus." ap unt vol_e-Tace, He still 
has every interest in pressing ahead as fast as possible in de » &' ¥en th the final 
Getails of the new agreement will have to we concluded by tne em. of the yew if the 

American congressional time-etable is to be met, But he clearly cannot taxe home an unaccept- 
able package simply for the sake of meeting the July 15 deadline, There is little point i: 


meeting tre Congressionel] Geadline if Congress is gcing t” relect the final newk: te, A 
second comsivera*ion is the increasing expectation among ofliicisls of ti indus ir ialised 
countries that one or more of the outstanding Tokyo rounil issue. may hive to be referred to 
the sevenenation economic summit that will be convening in Bom ‘ust a. t*> Geneva deadline 
expires, OQriginally the hope was that the Borm summi* would lave Little at te do than 
take te of a successful outcome of the trade talks, Thirdly, the list fe ays have 
revealed growing general dissatisfaction among the developtirm: counlrles ower ‘he way the 


talks have been conducted, and particular resentment at the July 15 deadiine, 


The developing countries feel they have been excluded ‘rom ¢ Peal negoti.ti » conéucted 


behind closed doors by the U.5., the EEC and Japan, ard do ot ree why the industrialised 
countries should be allowed to set the pace, They are protertirg, imrea ' ¢ Loudly, 
that thepe will be little for them in the final package, despite the indi cwi.lised 


countries! commitment to take special account of thelr interests, Tiwouchout the closim 
stage of the talks, the Cartcr edministration has shown itself qaich more sencitive thar 


its predecessors to the developing countries' point of view, 


The main facter, however, is undoubtedly ..°. dissatisfaction with the ter.ts of the Lac’ 
offer on farm products, Washington has consistently maintained that it is not trylos ° 
undermine the principles of the common agricultural policy, Bit its negotiators m 

Sesure greater access for a wide range of American agricultural expor if the re to sell 
the final deal to Congress. Puli details of the Community's latest offer are 1. availabliec, 
but even Mr Dell, who put his name to it in Brussels, believes that it li mot e: sgh to 
secure agreement, 
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The participants in such a marathon round of talks are bound to go in for negotiating 
gambits as the climax approaches. It would, however, be disastrous if the Tokyo raué 
eere to founder on EEC agricultural protectionism, It is not that ihe content of the 
final peckage is going to be Gramatic. The real importance of a Tokyo round succers is 
that it would demonstrate the determination of govermments to resist “xe protectionist 
forces that are growing stronger with every day that passes, 


EBC TAKES MAJOR STEP TOWARD CURRENCY STABILITY 
LDOBLOIGY London THE TIMES in English 6 Jul 78 pil WD 
[Dispatch from Michsel Hornsby and Peter Norman) 


[Text] Bremen, 7 July--EEC heads of goverrmment today took s major step forward to estab- 
lishing a som of greater currency stability in Burope that would involve the creation of 

a $50,000m Buropean monetary fund and set the ‘ommunity or the road to economic amd monetary 
union, All the leaders, inclucing Mr James Callaghan, who still has mort reservations 
about the pro‘ect, agreed to instruct their finance ministers to work out detailed rules 
far its operation by the end of October with a view to a final decision at the next EEC 
summit in Brussels in December, It appears that some EEC leaders would te prepared, if 
necessary, to press ahead without Britain, 


The scheme's twe sponsors, Herr Helmut Schmidt, the West German chancellor, and Valery 
Giscard G'Estaing, the Prench president, hope that it could become operative at the begin- 
ning of next year. Mr Callaghan, however, was less positive, saying that he would have to 
see the results of the preparatory work between now and December before committing Britain 
to the venture, “It would be wrong to rush into a decisim of principle on such an in- 
portant matter,” the prime minister told journalists after the summit ended, “But there 
has been a very impartant political agreement that a zone of currency stability in Europe 
is a very desirable objective,” 


The new “European monetary system” would bring the currencies of the Coamnity's member 
states into a narrow band of fluctuation against each other, It would, however, go beyond 
the existing Buropean joint float or “snake” in that it would be backed by a large European 
monetary fund and would involve the creation of a new European currency unit, the ECU, 

The system would be “at least as strict” as the existing currency snake, whose members would 
form its hard core, with the possible addition of the Prench franc, which is not a member, 
It is envisaged that for an initial period other EEC nations not in the snake caquld join the 
new system with their currencies fluctuating between wider margins than the existing 2.25 
percent either side of central rates, The paper agreed on by the EEC leaders said nothing 
precise about the margins of fluctuation, but they were understood to have discussed a 
narrow margin of 1 percent either side of ceitral rates for the “hard” currencies in the 
system, with substantially more leeway for weaker participants, Central bank intervention 
in the new system would be primarily in the currencies of the participants, and, as in the 
existing snake, there would be scope for parity changes by mitual consent, 


Integral to the .ystem is the creation of a large monetary fund, dominated in ECUS, to 
ward off speculative attacks on member states' currencies, The ECU, based on a weighted 
average of Community currencies, would be used as a means of settlement between central 
barks and as a source of credit facilities, particularly in the shart term, The fund would 
be set up by a pooling of 20 percent of member states!’ gold and foreign currency reserves 
plus a comparable awount of their own currencies to give a total of some 44,000m SUS, or 


$50,000m, 
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Mr Roy Jenkins, president of the European Commission, who relaunched the idea of monetary 
union in a speech in Florence last autumn, said that the envisaged scheme was the most 
imaginative ever discussed by the EEC, and that it would have more resources at its dis- 
posal than the International Monetary Fund, He had never dreamed that so mich progress 
could be made in so short a time, 


Herr Schmidt, who chaired the meeting, said that he thought the new system would have a 
positive effect om the dollar, Until now speculators had been able to pick om one Euro- 
pean currency and depress the dollar, Im future the “European monetary system" would 
provide a mich greater counterweight in the markets and smooth out sharp fluctuations in 
the dollar's value, Countries participating in the scheme would also step up the coordi- 
nation of their exchange rate policies vis-a-vis third countries, The newly-created ECU 
would also gain in importance by being used in the buying and sellirg of dollars, 


Mr Callaghan's agreement to further study of the currency scheme has been rewarded by an 
undertaking that “concurrent studies" will be made of action needed to strengthen the 
economies of the less prosperous members of the Commuity in the light of the greater 
obligations that membership of a European monetary system would entail, Such action implied 
a substantial transfer of resources from the richer to the poorer regions, the prime 
minister said, and it is clear that progress here would determine whether the British 
Government would feel able to go along with the new scheme, In this context, Mr Callaghan 
stressed the great importance he attached to refarm of the common agricultural policy, 
which he believes exerts a perverse effect on the Community's regional policy. 


Tonight Mr Jenkins said that the British had come to Bremen with an attitude of “construc- 
tive caution,” It remains unclear whether unanimity is an essential part of the system. 
The French president, for example, said it would not be obligatory far all nine Community 
members to belong to the new grouping, Herr Schmidt read a statement on behalf of the 
leaders of the fiveenation snake grouping stressing that it would remain fully intact 
until the European monetary system was established, 


TIMES ON SIGNIFICANCE, SHORTCOMINGS OF CURRENCY PLAN 
LDO81026Y London THE TIMES in English 8 Ju) 78 p 13 WD 
[Editorial: “The Bremen Initiative"] 


[Text] The Bremen summit of the European Community had long been expected to be little 
more than an opportunity for the Nine to coordinate their policies for the mui... broader 
meeting in Bonn next weekend, In any event, the leaders of the European Comminity have 
taken a significant step of their own in the field of monetary integration, The final 
communique agreed at Bremen marks a significant step by the Community towards accepting 
the ideas put forward by Germany and France for a new arrangement aimed at linking major 
currencies together, It seems likely that the next meeting of the European Council in 
Brussels in December will decide to implement the scheme being worked out by finance mini- 
sters, at least in so far as it involves France and Germany, 


Britain, however, is right to be cautious in its support for the setting up of a European 
currency zone, The attractions of such a scheme are obvious, as they have been since the 
beginning of this decade when the idea first gained favour, But the difficulties and 
disadvantages are also very great and they have been sufficiently powerful bo wreck ew lier 
schemes, If a new initiative is to succeed it will have to start by convincing financial 
markets that things will be different this time, 
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It is, however, important to distinguish between the desire far more stable exchange rates 
amd a desire to return to a regime of fixed rates, Very shart-term fluctuations in the 
parity of a currency are often caused by no better reason than a speculator's whim, but 

if that is all they rest on they are unlikely to last long enough to do great damage, If 
reducing instability alone is the goal, the experience of intervention by the authorities 
in recent years is not a happy omen, The willingness of the monetary authorities in a 
mumber of countries to intervene very heavily has tended to create more instability rather 
than less by giving speculators what is often a one-way bet, That is one of the reasons why 
we have consistently called for the government to pursue a policy of allowing the pound to 
float freely without trying to decide what the correct rate far sterling is. 


If intervention is t’e «rong response to short-term instabilities there is even less case 
for using it to st& justments when parities move fundamentally out of line, The dis- 
tinction between sha't-term fluctuations and more basic changes affecting the parity of a 
currency is clearer in theary than it is in practice, The heads of govermment in Bremen 
seem to have agreed that any scheme mist allow for the possibility of adjustment in parities, 
Yet there seems a deep ambivalence on the part of many of the leaders present in Bremen 

over whether they are concemned merely to have a scheme which prevents short-term fluc- 
tuations but allows regvla@ changes of parity, which would be similar to the often -mooted 
"crawling peg," or whetier they are actually hoping to make the much greater leap to a 

world of fixed exchange rates, 


The leading role in formulating the scheme has been played by the German chancellor, Herr 
Schmidt, ami the relationship between the mark and the dollar was the most important factor 
influencing him, Yet the dominating feature of this relationship has not been fluctuation 
but the consistent rise of the mark and the devaluation of the dollar, The German Govern- 
ment has resisted this as effectively as it could but to no avail, Yet it clearly hopes 
that the new arrangement will make it easier to prevent further appreciation against the 
dollar, There is a grave danger that even if such an argument were true it would just be 

a means for spending mare money to resist parity adjustments which should happen in any case, 


There is a similar problem within Europe. Inflation rates differ widely between members 
of the Community, It would be excellent if all those countries which have high inflation 
were able to reduce it to the level currently enjoyed by Germany, But unless they do the 
press from currency markets for changes in parity reflects a need for real adjustments, 

In recent years there have been very large movements in the nominal exchange rates of 
currencies but relatively little change after allowance is made for differences in inflation, 
This fact is often adduced to sugsest that currency movements cannot play a role in ad- 
justing the international balance of payments, In fact, they suggest the opposite, The 
currency adjustments which occur have, on the whole, been those needed to compensate for 
different inflatiu: rates, These differences in inflation rates have come from within the 
different national economies, It is on getting those national economic policies right 
that the search far greater stabilit, "st concentrate, 
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WCO61024Y Ankara Domestic Service in Turki-'. 1 


[Text 4 1,250-man combat unit of the Turkish peace sorce im Crprus, vh ich has served 


there since the peace operation, will returm te Turkey cn 10 fuly. The commanders of 
the returming unit will visit the Ataturk monument i. Lefkosa [NWicccia] and will place 
wreaths there. A military ceremony wil be held at 110) on the same day in Magusa 
(Famagusta ] to see off the unit, which will contime its training in Turk-y. According 
to information given by the Informatior General Directocrace of the Ministry of Foreign 
affairs. with the withdrawal of the 1,250-<man unit, tae rmber of trecps withdrawn 


* 


from Cyprus since the peace operation will have reached ?/,250 
KIPRIANOU DRAFTS WEW APPEAL TO SECURITY COUNCL 
WCOB11O2ZY Nicosia Domestic Service in Creek 1000 a 38 J (eo & 


[Text] The goverrment spokesman has stated that the president «o: the republic, #> 
Kiprianou, has begun preliminary work, expected to be complete. next week, on loiging 
an appeai to the UN Security Council for the implicmentation of the world organizaticn!s 
resolutions on Cyprus, The spokesman added that the appeal is being drafted in acsord- 
ance with the resolution of the last regular session of the UN General sembly and 
what was said at the session concerning Cyprus. The appeal is crpecte! to be lodzed 
before the next regular session cf the General Assembiy 


The govermment spakesman also said that the proposals made recently by tine president 
of t ¢ republic, both at the General Assembly special session on disarmament and during 
his various contacts, will form the basis of the appeal. part‘cularly cupheasicing ais 


proposal for the demilitarization and disarmament of Cypru: this proposal ha: already 
been incluéed in the final text cf the declaration issued ne Generali Assembly special 
session o:1. disarmament and in the iist of questions that wili be exanuined further by 


the General Assembly. 


Meanwhile, it has been learned that the president's proposal wiil be among the subjects 
discussed by the meeting of nonaiinced foreign ministers to be hele in Belgrade later 
this month, 


PRES(DENT REITERATES ‘ABSOLUTE HARMONY' WITH GREE 
NCO91329Y Nicosia Domestic Service in Greek 1159 OMT 9 Jul Jo M 


[Excerpt |} The president of the republic, Mr Kiprianou, charged today that some elements 
inside and outside Cyprus are aiming at destabilization by undermining t « state. and called 
on the people to face them through unity. An attempt at Dversaon and nihilism is being 
made, the president of the repubii aid, but the people will not fali into new plots and 
traps. 


In his address to the first Pan-Cyprict ongress of the Democratic Party Youth [NEDIK]} 
which was held in Nicosia today, President Mipriancu also warmed that. in addition tc 
political unrest, there will also be labor unrest, which, again, will have subversion, 
not the improvement of the people's iiving conditions, as its target. Moreover, se added, 
at a third stage and under the guidance of the same ninds, there may also be manifestation 
of lawlessness. 


President Kiprianou also charged that certain rmuacrmongers are trying to undermine th 
Athens-Nicosia unity. I deciare, he added, that there is absolute harmony and cooperat i 
between Greek Prime Minister Karamanlis and me, 
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All those who are undermining these relations, he went on. whether they are in Nicosia 
or in Athens, will be confronted by the overall Hellenism. which will eliminate the 
plotters, underminers and rumormongers, who are cultivating defeatism, uncertainty, 
bigotry and nihilism among the people. 


I hope the things we see are coincidental, Mr Kiprianou added, but whether they are or 
not, it is necessary tc be vigilant because some elements somewhere want the catastrophe 
of Cyprus completed because their plans were left half finished following Makarios! rescue. 
Mr Kiprianou went on to stress the need to blunt passions and the need for unity and 
devotion to the goal, which is the people's salvation. He also called on youth to become 
the heralds of ethnarch Makarios' line as outlined in his last speech on 20 July 1977. 


ROLANDHIS RETURNS FROM GDR, MAKES STATEMENT 
TA091852Y Nicosia Domestic Service in English 1850 GMT 9 Jul 78 TA 


[Text ] The foreign minister, Mr Rolandhis, has returred from his official visit to the 
GDR, where he signed a bilateral health agreement and briefed government leaders on 
developments in the Cyprus protlen, 


Speaking to reporters at Larnaca airport, Mr Rolandhis described his visit as most 
successful, Cyprus, he said, has the full backing of the GDR. He added that East Gorman 
leaders, including President [as heard] Honecker, reaffirmed their unswerving support 
for our cause which they sec as one of justice, liberty, human rights and dignity. 


KHARAVYI: ISRAELI AIRCRAFT VIOLATE CYPRIOT AIRSPACE 
NCOB0753¥ Nicosia KHARAVYI in Greek 8 Jul 78 p 1 NC 


(Text ] Israeli aircraft are systematically violating Cypriot airspace and often clash 
with the Nicosia airport control tower which, as is known, operates to serve civilian 
aircraft of foreign airlines that fly over Cyprus, 


This provocation by Israeli authorities is linked to the broader aggressive Zionist 
activities in the region and their continuing aggression against Lebanon and other Arab 
countries, The Israeli aggressors, who carry out the duties of the imperiali.t gendarme 

in the area, have long included Cyprus in their more general plans. As AKEL Secretary 
General Papaioannou has recently reported both to the House of Representatives and 

the interior minister, numerous Zionist agents are operating on the territory of the Cyprus 
Republic. In addition, the arrest and sentencing of the Cypriot journalist Panayiotis 
Pashalis, who honestly and conscientiously did his duty as a KHARAVYI cameraman and corres- 
pondent, is considered by legal, political and journalistic circles in Cypr..s and abroad 
as an attempt to oppress and terrorize those who disclose the truth about Israel's Zionist 
aggressive plans. 


Cyprict political circles who know about the continuous and most insolent violations of 
Cyprict airspace by Israeli aircraft believe that by these and other actions the Zionists 
are serving a fiendish purpose: They are trying by every means to exert pressure on the 
Cyprus Government and the Cypriot people and thus help NATO's imperialist forces bend the 
resistance and militant spirit of the people of Cyprus to imperialism's partitionist plots 
for their enslavement, 


These political circles emphasize at the same time that both the Israeli aggressors and 
their imperialist bosses will be disappointed by the irrevocable determination of the 
Cypriot people not to give in either to the faits accomplis created by Attila or to th: 
Zionist provocations of violating Cypriot airspace, but to continue undaunted their 
struggle for salvation and freedom, 
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SOURCE REVZALS CONTINUED EFFORTS TO RESTORE FELATICNS sit. 
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NCOS0850Y Nicosia ELEVTHERI KIPROGS in “reck 


[Text] An authoritative source said yesterday that contacts for the full restoration of 
relations between Cyprus and Egypt are continuing, but rave nm detaiis of the precise 
mature of these contacts. 


I SIMERINI CRITICIZES CARTER STAND OW ARMS EMBARGO 
WCO20705¥ Nicosia I SIMERIWI in Greek 2 jul 78 p 5 NC 
[From the "Freely" colum: “Rallying Togethe.“] 


[Text] The U.S. Prisident is openly heartless and provocativel) cynical The mask nas 
fallen. All the declarations, assurances amd statements about fustice, morality anc 
humanism have been tossed into the wastebasket. There is a huge cap be!ween the Carter 

of the election campaim and th: Carter of the postelection period. The American Presiden: 
has deceived everyone, but even more important, ne hac vivlated and ‘rampled upon his 
country's laws, whic: he is supposed io guard and protect What concerns and interests 
the U.S. President today? He cares only about ome thing: the liftine of the embargo on 
the arms supplies to Turkey and the strengthening of N’TO's southeastern wing. Some people 
say that Carter is proeiturkish. his is 2 naive assessmont. Cai‘er is first of all pre- 
America. Ail his efforts aim at securing the American and alife. irncerests in -w area. 
The recen* statement by the U.S. secretary of defense that the United States has pians 

for Greece should the Karamanlis covernment fall, must be considered within tnis framevork. 
The Greek Goverrment and political parties have reacted wnanimously ond dynenically. But 
this is not enough. It is said by all that the Greek aation s passing throug) a critical 
period not only because of Turkish chauvinism and expansionism but alse because of the 
cynicism of “allies.” What is required today both here ami beyond the Aegean is concord, 
unity and rallying together of leaders and people. fTtere is no excuse for either discord 
or disagreement. Hellenism must work, think and act as one. This is what present 
circumstances dictate. 


PAPADHOPOULOS ANSWERS GOVERNMENT SPOKESMAN'S STATEMENT 
NCC80703¥ Nicosia 0 FILELEYTHEROS in Greek 8 Jul 78 p 10 NM 


(Statement issued 7 July by Tasos Papadhopoulos response lo ctatemence by Cyprus 
government spokesman] 


[Text] "Since the president declares that he is following the policy of the late preat 
President Makarios and does not allow the creation of confusion or of impressions that 
the policy has been abandoned, there is no disagreement. The National Council is in a 
position to judge whether there is or has been deviation, or whether there is a guestion 
of disagreement. I regard the repeated references to the fact that anyone who fails to 
extol the president is underminine the national cause--this has recently been vepeated 
to the point of saturationeeas a denial of the democratic right of free expression and 

a contradiction of the assurance that criticism in tne current administration is welcome. 
However, if the references about blows to the national cause contain insinuations atout 
me personally, I regard such references as ludicrous and unworthy of comment. fhe correc! 
promotion of our national cause is not necessarily identified with the person of the 
president of the republic." 


Commenting last night on this statement by Mr Papadhopoulos, the government spokesman said 
that he regarded it as “unworthy of any reply." 
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Purther Remarks 


WCO71819Y Nicosia Domestic Service in Greek 1730 GMT 7 Jul 78 NC 





[Text] This afternoon interlocutor Tasos Papadhopoulos stated that with his recent 

speech he put in its correct framework the line charted by ethnarch dakarios and approved 
by the National Coumcil. In his statement, Mr Papadhopoulos added that this line has 

not changed. Mr Papadhopoulos also said that the continued consistent aplication of 

this correct line neither undermines the people's unity nor strikes at the national cause; 
on the contrary, it strengthens unity at home and makes the promotion of our national cause 
abroad more authoritative and convincing. He further observed that what he said is not 
contrary to the line or the positions of the National Council; therefore, no question 
arises for him to define his position. 


He added: As I have stated in the past, I agree to continue to jerform the heavy duties 
of interlocutor that were originally assiged to me by ethnarch Makarios--with the 
concurrence of the National Council--as long as the National Council contimues to follow 
the Makarios line, which I consider correct and which I am called upon to implement and 
convey within the framework and commitments of my mission. 


ELEVTHERI KIPROS REACTS TO PAPADHOPOULOS SPEECH 
NCO61005Y Nicosia ELEVTHERI KIPROS in Greek 6 Jul 78 p 3 NC 


{Excerpt] Mr Tasos Papadhopouwlos made a lengthy political speech yesterday at the 
"Anorthosis" club in Kato Polemidhia. Im the text he released to the press, he said 

that he made this speech in his capacity as “representative of the Creek Cypriot side at 

the intercommmal talks." Mr Papadhopoulos first made a series of oarbs and allusions 
camouflaged behind insinuations. These insinuations might appear vague and wild but 
actually they had a specific target. He then outlined a number of positions and allegations. 
Mr Papadhopoulos made many varied allegations and hints in a manner giving rise to 
reasonable doubts and questions as to the very expediency of this speech and its true aims. 


Specifically, at three different points both in the title and text of his speech--which, 
it should be noted, he made the day after his long private meeting with the president of 
the republic, Mr Spiros Kiprianou--Mr Tasos Papadhopoulos stressed his role at one time 

as Greek Cypriot negotiator and at another as representative of the Greek Cypriot side 

at the intercommunal talks. Also, as he said, he spoke on the present phase of the Cyprus 
issue and the prospects being outlined. Without clarifying whom he meant, he implied 

that there are certain people who are trying to remove the Cyprus issue from the framework 
of the intercommunal talks and are also trying to renege on commitments, including the 
possible abandoning of Makarios' proposals for the solution of the Cyprus problem. 


In the course of his insinuations and allegations, Mr Tasos Papadhopoulos first spoke 
ironically about those who talk “about invisible victories" and "nonexistent progress" 

and then expressed the opinion that "the political perceptiveness of the Cypriot people 
has many times proved to be sharper than that of their party leadership." Mr Papadhopoulos 
further expressed the opinion that the lack of any pesitive development in our problem 

and the fact that “neither we nor we and Gresce tegether have the power to bring about a 
military solution to the Cyprus problem" constitute the new facts created by recent 
developments in the Cyprus issue. [paragraph continues ]} 
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After saying that the myth about “lost opportunities" caused by Makarios! return after 
the invasion should be dispelled, Mr Papadhopoulos concluded with a series of contra- 
dictions and inconsistencies. He was so inconsistent that reliable political observers 
Claimed last night that Mr Papadhopoulos! speech represents an artfully camouflaged 

amd affable attempt to: A) misrepresent Makarios!’ line; B) undermine the general 
efforts and tasks of the president of the republic; C. undermine the people's morale and 
create a spirit o: defeatism and pessimism; and D) cause a rift in and undermine the 
relations between Athens and Nicosia, particularly the relations between the president of 
the republic and Greek Prime Minister Karamanlis. 


KIPRIANOU BRIEFS KLIRIDHIS ON LATEST DEVELOPMENTS 


NCO51109Y Nicosia O AGON in Greek 5 Jul 78 p 1 NC 


[Text] The president of the republic, MrSpiros Kiprianou, yesterday received the lead 
of the Democratic Rally Party, Mr Glavkos Kliridhis, and briefed him on che recent de- 
velopments in the Cyprus issue. This was the rirst meeting of the two men since Mr 


Kliridhis' withdrawal from the National Council, caused by his disagreement with the 
composition of the go ernment. 


According to reliable reports, Mr Kiprianou briefed Mr Kliridhis on his talks and con- 
tacts in the United States, Paris and London, as wel] as on his appraisal of the prospects 
being outlined. The meeting of the two men lasted more than an hour, durirmy which, we 
believe, they aiso raised questions on the internal situation, esterday's meeting 

brvke the ice which had been created between Kiprianou and Kliridhis following tne 
latter's withdrawal from the National Co.ncil. Political observers anticipate that th: 
will be more meetings between the two men, 


TURKISH ENVOY TO UNITED NATIONS VISITS KARPAS AREA 
NC100634Y Nicosia HALKIN SESI in Turkish 10 Jul 78 p 1 Nc 


{Text] Lefkosa [Nicosia]--Ambassado; Orhan Eralp, who has been appointed Turkish 
permanent representative to the United Nations, yesterday visited the Karpas aroaa. 
Ambassador Eralp is visiting the Turkish federated state before going to New Yor) 

taxe up his new post. Eralp is holding contacts with officials and collecting infor- 
mation on developments in the Cyprus problem. President Denktas and Ambassador Jandemir 
Onhon accompanied Ambassador Eralp during yesterday's visit to the Karpas area, Eralp 
arrived in the Turkish federated state last Saturday. 


DENKTAS RECEIVES UN REPRESENTATIVES TO CYPRUS 
TAC71621Y Bayrak Radio [Clandestine] in Turkish to “yprus 1530 GMT 7 Jul 73 TA 


{Text] The president of the Turkish federated state of Cyprus, Rauf Denxtas, met with 
the special UN representative in Cyprus, Galindo Pohl, and the senior political adviser, 
Remy Gorge, and conferred with them for an hour. In a statement to the press after the 
meeting, Denktas said that he had called the attention of the UN representatives t 

fact that the Greek Cypriots had made a habit of basing briefings to UN Security Council 
members on fabrications, not realities. Recalling the duties and authority of the 

United Nations in Cyprus, Denktas said that Kiprianou is now trying to use the UNFICYP as 
a tool to accomplish all he has failed to do through force of arms, oppression and in- 
human measures. He said: This is the reason for ow’ warning and we are simcere abou’ it, 
If Kiprianou knows where his authority begins and ends, it will be easier to reich an 
agreement. We favor the formation of a legal, bicommunal, biregional federal govern- 
ment to govern the whole of the island. Kiprianou is trying to gover: us ani , 

This is not our fault. 











VII. 10 Jul 78 GREECE $1 


KARAMANLIS, ZHIVKOV COMMENT ON RESULTS OF TALES 
ATO71635Y Athens Domestic Television Service in Greek 1600 GMT 7 Jul 78 AT 


{Text} The bilateral Greek-Bulgarian Varma summit talks ended at noon today with a new 
long and private meeting between Prime Minister Konstandinos Karamani‘s and Chairman 
Zhivkov. After this last meeting between the two leaders, Prime Minister Karamanlis 
speaking to press representatives, made the following statement: 


"Our talks with Zhivkov have been cordial and extremely useful. They were conducted in 

@ spirit of friendship and mutual confidence. We have had the opportunity to discuss 
bilateral issues and we noted that during the past 3 years our relations have been marked 
by spectacular development. We have also agreed that there are possibilities for further 
development of our relations in all sectors. The communique will provide you with details. 


"We also discussed the international situation with the chairman. We are in agreement on 
the main issues, such as the great issues of internstionsl detente, peace and disarmsa- 
ment. On many other issues we noted that wur views are close. 


"What I would like to reiterate,” Karamanlis stressed, “is that a climate of sincere 
friendship and confidence has been created in the relations between the two nations. I 
can say that this is unique and that it facilitates progress on all other problems of 
interest to the two countries. I would also like to assure you that [I will leave Bulga- 
rie with a sense of full satisfaction.” 


Bulgarian Chairman Zhivkov, on the other hand, stressed, "I fully agree with what Kara- 
manlis has said and I would like to stress that our talks have been truly friendly, cor- 
Giel and sincere. This is our fourth meeting, following those in Athens, Sofia and 
Helsinki. These meetings give a tremendous impetus to the further development of Greek- 
Bulgarian reletions. YNaturally, this results from the joint efforts of both countries. 
Here, however, I would like to stress also the personal contribution of Karamanlis to 
the development of Oreek-Bulgarian relati-.s. I agree with what Karamanlis has said and 
also agree that this meeting of ours will give @ new impetus to the further developmert 
of bilateral relations in all sectors, economic, spiritual and cultural, 


"Regarding international problems,” Zhivkov said, "it is natural that we also discussed 
them. I would like to say that on these monumental issues, such as peace and disarma- 
ment, we hed a discussion and expressed views which were very close or which coincided, 
Whatever we have done so far, these days here give me the right to say that when we bid 
farewell to Kararinlis we will not simply say goodby; we shll see you again. This is 
because these meetings will continue in the future.” 


The Bulgarian chairman concluded, "I also said this to Karamanlis, but I would like tc 

take sdvantage of the presence of mass media representatives, expecially those of Greece, 

to esk them to pass on the the people of Greece our best wishes for their prosperity and 

for the noble struggles they are conducting for peace and the policy of neighborliness.”" 
Joint Communique [Issued 


ATO71925Y Athens Domestic Service ir Greek 1830 OMT 7 Jul 78 AT 


[Excerpt] After the close of the Greek-Bulgarian talks the following communique was 
released. It refers to the fact thet Zhivkov and Karamanlis reviewo’ the improvement in 
relations between the two countries. 














s Zi . JFLOVE 
They particularly concentrated on the progress of relations between the two countries in 
the pol‘tical, cultural and economic sectors ) the assis of autual spect, territorial 
integrity, nonintervention in internal affairs, on their sovcretgmty, all tne '% prin- 
ciples and on the final act of the ference on European Security anid Cooperation. They 
als expressed their ree< -Bul car ian 


1 

litical, business 
tural circles. The two leaders agai e t> expand and sup- 

port this cooperation in the future. Special attention was paid to economic relations, 

after it was established that unexploited possibilities for economic cooperstion still 

e€ 


aremanlis and Thivkov resolved t° delecate to the appropr iat: ‘eek 2.¢ Bulgarian ser- 
vices, respectively, the intensification of their joint efforts in all sectors, specifi- 
cally trade. industry. science, technology, energy, transportation and comsuntecations, 
azrariean economy, touriss and hydroeconcay. Within these iiaits they reiterated thet: 
fevotion to the provisions and spirit of the agreements simed by the two countries eince 


karansnlis end Thivkov expressed the cesir: f their two countries to gupport new forms 
f economic cooperation which will be based on long-term agreenents, the nrovisi 4 

self-contained units [pliron nonedon] and the establishment of Joint enterprises. The 

two leaders expressed their satisfaction with the good implementation of the Bul rariar- 


reek cultur@l agreement @nd stressed the significance they attrivute t. cooperatisn t 
the cultural sector and to better understanding between the tw ‘riendly netions. 
Karananlis end Ziiveov also reviewed certain problens o° international issu<s f interest 


to the two countries and established to their satisfaction that their views on many point: 
ar the same or close. 


The foint communique stresses that the two leaders agrecd tne Ssignifieance of detent: 


. international life, thet this is @ long-term process in which Greece anc Su] caria ar: 
prepsred to contribute to the utmost of their abilities. 


ne ¢ nuni@que @lso mer.cions that it has established tnat the Belgrade meetire reaffirns 
the desire of all the sarticipants of the nferenc iropean Security and perat | 
tc puruse tmplementetion of the resolutions of the final act of Heleinxi. At ti $a 
time, the tw leaders support general disarmament both in the ¢ nvent a1 and the - 
clear sectors under international, strict and effective @ontro', 


Special attention was given during the Varna talks t> the relations @mong Balkan Ccoure- 
tries. The two sides egreed to encourage cooperation amone the Balkan countries on th 


besis of mutu@l interest @nd neighbdcorliness in the economic, technical and other sectors. 


The two sides eareed on the d@ngerous situation in Cyprus and concurred on @ s liut! 
which would guerentee the independence, territorial integrity, sovereignty and ° alined 
cherecter of the Republic of Cyprus within the limits of the relevant UN resol 


‘mn conclusion, “erame@nlis and Thivkov expressed their concern over the Middie East crisi: 
and agreed thet only the withdrewsl of ‘sraeli troops “rom al] Arab lands ceeupled in 

19° 7. respect for the legal rights of the Palestinian Arab people and recognition of the 
right of #xietence of ell the states of this area can guarantee a Just and total solut! 


f the dispute. 
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ANKARA SOURCES COM@:NT ON GREEK-TURKISH TALKS 
woo81159Y¥ Istanbul MILLI YET in Turkish 7 Jul 78 pp 1, 12 
(Milufer Yalcin report from Ankara] 


[Excerpts] The first meetings held in Ankara between the secretaries general of the 
Turkish and Greek foreign ministries have ended in an “optimistic and encouraging” atmo- 
Sphere. It has been decided that before comvening the second meeting in Athens next 
September, the experts of the two countries should hold a meeting to contime contacts 
om the Aegean continental shelf and the flight information region issues. The veme and 
the date of the meetings om these issues have not yet been fixed. 


According to infornation from diplomatic sources, "the Greek technicians have, during 

the Ankara talks, mide serious and Sincere efforts to settle the disputes between the 

two countries. The members of the Greek delegation have carefully examined every proposal 
made by the Turkish side and have not attempted to impose their proposals. As a counter- 
proposal to Greece's nonaggression pact proposed earlier, Turkey suggested the signing 

of a political document by the two countries comprising all the disputed issues and 

their settlements." This political document, the same diplomatic sources added, would 
contribute to the removal of mistrust between the two countries. The Greek delegation 
has not, in principle, rejected the idea. 


POREICN MINISTER OKCUN LEAVES FOR VISITS TO INDIA, PAKISTAN 
WCO9LI53Y Ankara Domestic Service in Turkish 1000 GMT 9 Jul 78 WNC 


[Text] Foreign Minister Gunduz Okcun left Ankara this morning to begin an official visit 
to India. In an airport statement to TRI before his departure, Foreign Minister Okcun 

said that on his way to New Delhi he will stop over in Tehran for a few hours, during which 
he will have @ meeting with his Iranian counterpart, ‘Abbas 'Ali Khal‘atbari. Printing 
out that India commands great respect in the world and that it is an important country, 
Okeun said Turkey wants to establish cooperation with India in various areas, including 

the tecnnical amd ecomomic fields. Okcun went on to say that because of the importance 

it attaches to the nonalined countries, Turkey greatly appreciates its strengthening 
relations with India. Regarding the contacts he will have in India, Okcun said: [begin 
recording } 


We plan to discuss the question of signing an economic and technical cooperation agreement 
with India. Moreover, we will try to establish cooperation in the scientific and technical 
fields, including the nuclear energy area. We will also make moves to increase the volume 
of our trade with India. We plan to make trade agreements covering iron and steel, cotton 
textiles amd others. At the same time, because of our ¢lGse cultural relations with India, 
we plan to draw up a cultural exchange program for 197" and 1979, which will be based on 
the cultural agreement signed in 1951. [end recording) 


Poreig; Minister Okcun added that after completing his 5-day official visit to India, 

he will go to Pakistan and meet with Pakistan Poreign Minister Agha Shahi. Okcun said: 

I believe that Turkey's relations with India and Pakistan will contribute to the rapproche- 
ment between India and Pakistan. 
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DEMIREL ASSAILS *“CEVIT GOVERNMENT, TRT ' PROPAGANDA’ 
TAOS 1818Y Ankara Domestic Service in Turkish 1600 omT § Jul 75 Ta 


{&xcerpts] Justice Party leader Suleyman Demirel has alleged that the govermment has 
caused great pain, grief and losses during the last 6 months. He said: It is now 
umderstood that all the allegations made by this govermment are unfounded and that all 
its promises are deceitful. In 4 press conference in Arkara, Demirel criticized the 
policies of the govermment Guring the past 6 months amd said that it became useless 

3 months after it came to power. 


Demirel alleged that despite the goverrment's promises that amarclty would be eliminated 
in 1 day and that parents would no longer shed tears, amarchy had increased daily sine 
the govermment came to power. He added that the rates of inflation and unemployment are 
rapidly increasing amd that life is becoming intolerable. Demirel also said that all the 
foreign policy problems remain unsolved. 


Demirel alleged that in order to conceal its inefficiency, the govermment his become 
completely dependent on the TRT. He said that the TRT has become the tool of partisan 
maneuverings. He added that 20 hours and 21 mimites of political mews had been broadcast 
by TRT-1 in June, 87 percent of which had been allotted to news concerning goverrment 
members and goverment parties. He said that only 2 hours and 41 minutes of the 
political news were allotted to the opposition parties and that news comerning the main 
opposition party made up only 4 percent of the time allotted to political parties. te 
said that news about the political parties is being broadcast at the end of the news 
bulletins deliberately ami in a degrading mmer. 


Suleyman Demirel said: [Begin recording] The TRI's attitude is meant to silence the 
voice of the opposition, to prevent the nation from hearing the voice of the opposition 
and to bring about a system without an opposition. The TRT should enlighten public 
opinion, not form it. However, the TRT is trying to form a public opinion desired by the 
govermment and the RPP. With its pretent attitude, the TRT is operating in a way 
acceptable only in totalitarian systems. It has abandoned the respormsibility placed on 
it by the democratic state of law. [end recording] 


Demirel said that the TRT is concealing the anarchistic incidents from the nation in 
omer to prove that anarchy has stopped. He alleged that TRT-2 is broadcasting news as 
if it were a pirate radio station. He called on officials to look into the matter. The 
Justice Party leader claimed that political propaganda is being made in certain TRT 
programs which are full of lies and erroneous information. 


Demirel said that the constitution demands the establishment of state security courts 

in the face of the threats and dangers against the state. ie added that the government 
is trying to fool public opinion by promising to set up special courts. Demirel pointed 
out that another system is being proposed under the mame of “civil martial law” [sivil 
siki yonetim). He said: Do not use the soldiers in civilian affairs without having the 
authority to do so. If you do, you will have problem. 


Demirel maintained that there are contradictions and inconsistencies within the government 
and that its various wings are making different diagnoses and proposing different measures 
for the problems facing the country. He said that one of the government parties has 
disclosed its views to public opinion--views that run completely counter to the govern- 
ment policies being implemented. 


Demirel said that today the government exists in name only end that this does not waive 

the country's need for « government, He said: We maintain that there ere slways solutions 
within e legitimate framework. We maintain thet the system will continue ond that if we use 
our commonsense and listen to the voice of our nation 8 solution will be found, Replying 

to reporters’ questions, Demirel ssi¢f that the present order needs reform, not destruction, 
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JP DEPUTY CALLS FOR NATIONAL COALITION GOVERNMENT 
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[Excerpts] Ankara--Zeyyat Mandalinci, chairman of the National Assembly Foreign Affair 
Committee and Justice Party [JP] deputy from Jugla, has criticized Feevit's foreign 
policy. Speaking at a press conference held yesterday, Mandalinci said that “he find: 
certein parts of the agreement concluded with the Soviet Union dangerous for Turkey, 
that the arms embargo will be lifted not because of Ecevit's efforts but as a result of 
the historical course of events, and that the Ecevit govermment must resign and give 
way to a national coalition for the gglvstion of the country.” 


Answering a questio. on his future stance if Senator Inan decides to contest the leader- 
ship of the JP, Mandalinci said: It is too early to express views on this matter. I 
will think about it. People who will be competing for the leadership of the party must 
explain fully their plans and future course of action. i fevor the prevalence of the 
democratic system within the JP. In fact, democratization of the parties can only be 
good for our democracy. 


Saying that he will make no statement on the Cyprus problem, Mandalinci said that a 
factfinding delegation representing the foreign affairs committee will be sent to Cyprus 
next week and that when the delegation returns, he will hold a press conference on the 


issue. 


Mandalinci said in brief: The objectives of Turkey's policy are known. This policy has 

been determined by the country's history and geopolitical position, not by governments. 
The objective is to preserve Turkey's existence and to secure its progress in a dangerous 
region and to take all the necessary defense measures in this respect. For this reason, 
Turkey has taken its place in NATO, tried to enter the EEC and created the national 
Gefense network necessitated ty these objectives and their conditions by coneludire 
several bilateral agreements. I am not minimizing the efforts made by the honorable 
Ecevit with regard to our national policy. However, I »o* afraid that he may commit 
irreparable errors because of his hasty actiont in all spheres. Realities cannot be 
assessed in a dream world. Pacts exist. Hasty actions and negligence have no place in 
political life. Events and developments must be dealt with in time. Unfortunately. the 
leader of the RPP [Republican People's Party] lost control of the leftists, whose support 
. he sought for short-term benefits. The fact is that so far no one in the world riding 
on leftist horses has come through unscathed. It is my sincere wish that the RPP will 
abandon its present adventurist policy and will take its place among those working for 
the progress of the Turkish nation, The present government, therefore, must resign and 
a national coalition government headed by an independent prime minister must be 
established. 


RIGHTIST POLICE UNiON MEMBERS FORM NEW ASSOCIATION 
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'Text] Ankara--ANKA [ANKARA WEWS AGENCY]~--The members of POL-BIR, which, together wit! 
POL-DER was banned by the Ankara governor's office, have established a new association 
Called TEM-BIR, the Association of All Police Members Union [Tum emniyet mensuplari 

birligi dernegi]. In » written statement made yesterday, the chairman of the new 
association, Chief Comm‘ssioner Memmet Yilmaz, said: "We have formed a new association 
called TEM-BIR which will comprise all police personnel and will aim at enabling the 

police force to serve in unity and solidarity in accoréance with the laws and constitution. ” 
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